LIMP OPO 

PROVINCIAL GOVERNMENT 

REPUBLIC OF SOUTH AFRICA 

PROVINCIAL TREASURY 

Ref: 12/1/3/3/4/5 

Enq: L S Mahaye 

To: Municipal Manager 
Thulamela Local Municipality 
Private Bag X5066 
THOHOYANDOU 
0950 

CC: Chief Financial Officer 

Subject: Feedback on 2016/2017 Adopted budget 

This letter serves to acknowledge receipt of the municipality’s final budget for the 
2016/17 financial year. Herewith please find this report which is a summary of 
findings and recommendation emanating from the review performed on the final 
budget. 

You are advised to consider the contents of this report during the preparation of 
the 2016/17 adjustment budget. 

In compliance with the Municipal Budget and Reporting Regulations, please 
advise the Mayor to table this report in council 


DATE 


Yours in pdblic finance management 



T (CA) SA 


HEAD OF DEPARTMENT 



Ismina Towers, 46 Hans Var Rensburg Street. POLO K WANE, 0700, Private Bag X940G, ^OLOKWANE, 0700 
Tel: {015) 298 7000 r Fax: (015) 295 7010 Website; http/wAw.limpopo.yuv.;a 
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1. Executive Summary 

in terms of the requirements of the Municipal Finance Management Act and as part of its 
oversight roie over local government finances, the Provincial Treasury is responsible for 
reviewing and commenting on the tabled budgets of all delegated municipalities prior to their 
adoption by the respective municipal councils. The tabled budgets of these municipalities were 
rigorously assessed tn terms of quality and compliance with the prescriptions of the MFMA and 
the Municipal Budget and Reporting Regulations. 

2 . Brief description of analyses process (techniques) 

The analyses cover areas such as, amongst others; 

o Compliance with legislative framework and the Regulations; 
o Comparison of actual financial performance against budget (for both capital and 
operating budgets}; 

o Cash position of the municipality and its ability to fund budgeted expenditure; 
o Medium Term Revenue and Expenditure Framework {MTREF} appropriations 
and their credibility, affordability and sustainability; 
o Contribution of the budget to national and provincial government priorities; 
o Responsive of the budget to the Integrated Development Plan (IDP); 
o Proposed investments in infrastructure and impact on Local Economic 
Development and job creation; 
o The rates and tariffs proposed; and 
o Support of the budget to indigent households; 

3. Linkage of the Strategic Risks to the fDP and MTREF Budget 

The strategic risks register for 2016/17 has been submitted to the Provincial Treasury. Under 
Service delivery and infrastructure development the municipality indicated that lack of 
resources such as construction materia' and equipment has been delayed due to rain. In this 
case the municipality is managing the situation through Intergovernmental structures. 

The municipality indicated that new council might come up with new priorities and priorities and 
some of them will be coming to a local municipality for the first time. The municipality needs 
trainings and also SAIGA induction workshop for new council. Furthermore the municipality 
has identified poor revenue collection rate. The municipality has a credit control and debts 
collection policy which needs to be fully implemented to enhance revenue management 
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The municipality is currently experiencing protests by communities for water, sanitation, 
and other services. The municipality do have controls in place to manage the situation. 
Lack of business continuity plan and Disaster recovery plan is partially implemented. 

4, Procurement Plan 

■* The linkage between budget and the procurement pian is not verified due to non - 
submission of the procurement plan. 
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MFMA & MBRR Compliance 
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services in Tables A4; SA1 and SA21. This appears i comments, 
unreasonable as the municipality provides free basic \ 
services to targeted house hoids, for example, indigents. The j 



indigent policy indicates that Council should at least take [ 
into consideration the extent of subsidisation of tariffs for j 
poor households. Property rates and Service charges are j 
overstated In T able A4 for the 2018/17 final budget, 1 
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in the final budget, the municipality has increased their | • In the budget narrative report, the municipality has 
budget for Fines from R9 million in the draft budget to R13 j substantiated the increase of Fines in the 2016/17 final 
miillon in the final budget, in the final budget narrative ; budget. 



report, the municipality indicated that the increase Include; 
traffic fines and Illegal use of land fines. 
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these line items. Provincial Treasury is unable to comment j 
on the reasonableness of the budgeted revenue as the 
municipality has not provided any supporting documents I 



relating to the budgeted revenue of R70 million. 
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payment of debts and contribution to provision for doubtful 
debts has be based on the current collection trend. As per 
the Section 71 monthly returns (Age Debtors) submitted by 
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operating expenditure, the operating surplus of R62.6 ! their 2016/17 final budget 
million as budgeted in the 2016/17 final budget appears to j 
be overstated. I 
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maintenance is below 8 percent and the municipality wiii be i 
able to deal with all items that needs to be repaired or i 
maintained in 2016/17 financial year, i 



Cash backed reserves/Acc umulated surplus 
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million does not reconcile with Transfers recognised preparing the 2018/17 final budget, 
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7 , Credibility (Funding), Relevance and sustainability of the final budget 

This section aims to assess the credibility (funding), Relevance and sustainability of the 
adopted budget. Reference is made to your approved budget for the 2016/17 financial year 
that was submitted to Provincial Treasury in accordance with Section 24(3) of the Municipal 
Finance Management Act (MFMA), which states that the accounting officer of a municipality 
must submit me approved annual budget to the National Treasury and relevant Provincial 
Treasury. 

Provincial Treasury- has conducted a high level assessment of your approved budget with a 
view of assessing whether the municipality has considered the comments and 
recommendations provided by Provincial Treasury on your tabled budget, as required by 
Section 23(1 }{b) of the MFMA. Section 23(1 )(b) states that the municipal Council must consider 
any views of the National Treasury, the relevant Provincial Treasury and any provincial or 
national organs of state or municipalities which made submissions on the budget. 

Credibility 

There were minor discrepancies noted In the audited outcomes and Adjustments Budget 
figures completed in the A Schedules in comparison to the Audited Annual Financial 
Statements (AFS) and the adopted 2015/16 Adjustments Budget. 

provincial Treasury's assessment was limited to a large extent due to the budget assumptions 
and basis of calculation being unclear and in many instances questionable. 


As per the Cash Flow Statement Tables A7 and Cash backed reserved/ accumulated surplus 
reconciliation Table AS, the municipality's 2016/17 final budget is funded. However, the 
municipality is requested to rectify all errors Identified by Provincial Treasury relating to the 
budgeted cash flow statement in order for Provincial Treasury to determine the municipality’s 
true finding position. The municipality is advised to manage the associated risks of 
implementing the budget, and ensure that spending is limited to what can be realistically 
collected in revenue, as required by Section 18 of the MFMA. Furthermore, the municipality will 
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be required to consider ali comments from Provincial Treasury during the 2016/17 Adjustments 
budget process. 

Relevance 

Total revenue budget for I DP strategic objectives in Table SA4 (R728.9 mi ill on) does not 
reconcile with the Total revenue in Table A4 (R675.4 million) in the final budget. Thus, the iDP 
strategic objectives relating to operating revenue in are not aligned to the final budget. 

Sustainability 

Revenue and expenditure management Is fundamental to the sustainability of the municipality. 
The municipality has budgeted for an operating surplus over the *7TREF The municipality’s 
operating budget continues to be mainly funded from grants by 60.1 percent. 

The municipality is encouraged to investigate other sources of revenue in order to decrease 
their grant dependency and at the same time ensure that their current revenue stream is 
adequately managed. 


8. Conclusion 

The municipality complied with the requirements of M8RR, The municipality should address the 
inconsistencies that are indicated in the 2016/17 final budget and ensure that they are 
corrected during the 2016/17 Adjustments budget. 

9. Recommendations 

The municipality is advised to manage the associated risks of implementing the budget, and 
ensure that spending is limited to what can be realistically collected in revenue, as required by 
■Section 1 8 of the MFfVtA. 

in terms of MFMA Circular No. 67. the municipalities are reminded to upload all their 2016/17 
related annual budget returns to National Treasury's local government database before the end 
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of July 2018. As National Treasury publishes the municipal budgets based on the information 
from annual budget returns, the municipalities are therefore, required to ensure that the figures 
reflected In the annua! budget returns correspond with the figures as per the approved budget 
(Schedule A1 Version 2.8). 


Prepared by: 



■/ 
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M aha ye L S Date 

Deputy Director: Financial Planning and Budget 
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Director: Accounting and Reporting 
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